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INFORMATION PAPER 
Subject: ^Involvement in Defense Industry end views on Defense 

^foSSS 22 '- T ° P rovide «» Chairman, Joint Chiefs of staff with 
information to support the visit of Chinese PIA General TO I„?rf 

2. Kev Points 

?nHi^t^ e ^ iSi ? n ^? conve rt much of China's huge defense 
f^u 8 ^ to civill - a, » «»« dates back to the third session of th» 
tt? vZTllll C T^ eC ^ enUM ln 1978 « MoaSSm devSo^ea in 
^m^moAe^" bMmA * Den * Xi *°P^'* a^uTto^ 

• Conversion in China has been a top-down stata-d 4 »,■+** 
program under the direction of the plrtHlders tte P^fthu™ 
kev ~;- 00 2? Cl1 ' and **? Central KiXitaS Commit? £? °' 
convSon 2 SucLs e a?e? Sible ** ~«»«». «* implementing 

• Indust^for^^ and 

- The State Planning Commission (SPC) 

- The State Science and Technology Commission (SSTC) 

- The High-Technology Plan Coordination Group. 

^.^ hin?SG defense inversion is usually presented as having 
four ma] or components: WVing 

- transfer of military technology to civilian uses 
^ivSi£ projSs^ TO+S and V"*«**™ capabilities to 

- turning idle military facilities such as airfields 
harbors, and docks over to civilian use 

- settlement of demobilized military personnel. 

! ^t the Chinese call defense conversion might be better 
termed "diversification." There appears to be a requirement to 
rarely'Csed' 91 ^ 1 miUtary P«ductiSn capabilities?^ U 

"conversion!" 65 ^ ° rganizations «• * »ajor derivative of 
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- The stated goal ia t i, A ^-Vjy^&v?"^^^ 
civilian goods 9 * 199u '^. eo^^^&gfeg 
percent in 1993. P ^^*? ht >*^^ 

• In 1993, 30-40 percent of «. • "'''— -^^S^^aS&M 
making a profit, 30 percent «S» S onv « rto<!l '"*ac^Sr^^! 
were losing money. nC vere breaking even^an?tj$ _ w 

• The fastest growing potential K r,„>- ^ V-* ; ^3?&W^f 

^lS r ° fit ? ° n ltS ^-ili-^s^^rvlces 6 "^^^^-" 
could equal or surpass the public defens^bul^t. * proCit s 

• The Chinese are extremely interests -in . 

industries to civilian use esneciallv «tJL conv ^ting defense 
major drains on the economy. Sney are atteL?^ J*** be ? offie 
foreign capital in the *oS ofgSntT direct £L»? acquire 
joint ventures. Acquisition of^ecnnolcqy S a^lo™^ . 
foremost importance. tecnnoiogy m all forms is of 



Prepared by: 




UNCLASSIFIED 



